
REPORT FOR THE PERIOD BEGINNING 01/01/08
MMJDD/YY

AND ENDING 12/31/08
MMIDD/YY

REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER RD Capital Inc OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No FIRM l.D NO

MCS Plaza Ste 305 255 Ponce de Legn Avenue

No and Street

San Juan Puerto Rico 00917-1903
City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Ramon Dominguez 787 282-0303
Area Code Telephone Number

ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

Kevane Grant Thornton LLP
Name findividual state last first middle name

Accountant not resident in United States or any of its possessions

Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant

must be supported by statement offacts and circwnstances relied on as the basis for the exemption See Section 240.1 7a-5e2

Potential persons who are to respond to the collection of

information contained in this form are not required to respond
unless the form displays currently valid 0MB control number

IISSIONSE
09058661

ANNUAL AUDITED REPORT
FORM Xl7A-5

PART III

0MB APPROVAL

0MB Number 3235-01 23

Expires February 282010

Estimated average burden

hours per response 12.00

FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

SEC FILE NUMBER

8- 47759

San Juan33iivi.a Strt 4th F1nr
Address City

CHECK ONE

IJ Certified Public Accountant

Public Accountant

PR OO11L___________
State Zip Code

etIon

ir

Wsh1ngtorl9 tX

FOR OFFICIAL USE ONLY

SEC 1410 06-02



P.ffidavit 5015

OATH OR AFFIRMATION

Ramdn Dominguez swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

RD Capital Group Inc as

of December 31 20 08 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has
any proprietary interest in any account

classified solely as that of customer except as follows

CEO
Title

This icable boxes
Facii

II Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

EI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 1503-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Kevane

GrantThornton

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Kevane Grant Thornton LLP

33 CaIle Bolivia

Ste 400

To the Stockholders and Board of Directors of San Juan Puerto Rico 00917-2013

RD Capital Group Inc
11 787 754 1915

787 751 1284

www.kevane.com

We have audited the accompanying balance sheets of RD CAPITAL GROUP INC Puerto Rico

corporation as of December 31 2008 and 2007 and the related statements of operations and accumulated

deficit and cash flows for the
years then ended These financial statements are the responsibility of the

Companys management Our
responsibility is to

express an opinion on these financial statements based on our
audits

We conducted our audits In accordance with
auditing standards generally accepted in the United States of

America as established by the Auditing Standards Board of the American Institute of Certified Public

Accountants Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes consideration of internal

control over financial reporting as basis for designing audit
procedures that are appropriate in the

circumstances but not for the purpose of
expressing an opinion on the effectiveness of the Company internal

control over financial reporting Accordingly we express no such opinion An audit also includes examining on
test basis evidence

supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall

financial statement
presentation

We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material
respects the financial

position of RD Capital Group Inc as of December 31 2008 and 2007 and the results of its operations and its

cash flows for the
years

then ended in conformity with
accounting principles generally accepted in the United

States of America

Our audits were made for the purpose of forming an
opinion on the basic financial

statements taken as whole
The information contained in Schedules II and iii is presented for

purposes of additional analysis and is not

required part of the basic financial statements but is supplementary information
required by Rule 7A of the

Securities and Exchange Commission Such information has been subjected to the
auditing procedures applied

in the examination of the basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

LLI
San Juan Puerto Rico

Febniary 25 2009 236IL

Certified Public Accountants and Business Advisors

Member of Grant Thornton Internationa Ltd



RD Capital Group Inc

Balance Sheets

December 31 2008 and 2007

Assets

2008 2007

Current assets

Cash and cash equivalents 203153 210846

Due from stockholder 934 934

Other receivables 4823 2330

Prepaid expenses 15265 5464

Total current assets 224175 219574

Property and equipment

Furniture and fixtures 74012 74012

Computers and other office equipment 5376 5376

Leasehold improvements 12998 12998

92386 92386

Less- Accumulated depreciation and

amortization 92386 92386

Net property and equipment

Other assets

Deferred tax asset 63000

Deposit with Clearing House 100000 100000

Total other assets 163000 100000

Total assets 387175 319574

The accompanying notes are an integral part of these balance sheets



RD Capital Group Inc

Balance Sheets

December 31 2008 and 2007

Liabilities and Stockholders Equity

Current liabilities

Accounts payable

Commissions payable-

Stockholder

Others

Accrued payroll taxes and withholdings

Other accrued expenses

Total current liabilities

Contingencies

Stockholders equity

Common stock $1 par value 1000000 shares

authorized 35000 shares issued and outstanding

Additional paid-in capital

Accumulated deficit

Total stockholders equity

Total liabilities and stockholders
equity

2008

14703

73522

11233

7345

64566

171369

35000

543421

362615

215806

387175

2007

9316

45500

18317

17397

90530

35000

231035

36991

229044

319574

The accompanying notes are an integral part
of these balance sheets



RD Capital Group Inc

Statements of Operations and Accumulated Deficit

Years Ended December 31 2008 and 2007

2008 2007

Revenues

Commissions and fees 1076079 1088393

Interest and other income 127802 141519

Total revenues 1203881 1229912

Operating expenses

Employee compensation commissions payroll taxes

and benefits 579572 630492

Professional and temporary services 236347 217414

Occupancy costs and office expenses 109094 110203

Travel and entertainment 102935 94136

Communications and postage 81834 85539

Property municipal and other taxes 20389 32859

Dues subscriptions and other registration fees 27606 21193

Auto 11217 16043

Trainings 7518 11532

Insurance 4542 10423

Advertising 1487

Other 41065 5500

Total operating expenses 1222119 1236821

Operating loss before regulatory payments and fees 18238 6909

Regulatory payments and fees 370386

Loss before interest expense on tax 388624 6909

liability

Interest expense on tax liability 31237

Loss before income tax benefit provision 388624 38146

Income tax benefit provision

Current 64536

Deferred 63000

Total income tax benefit provision 63000 64536

Net loss 325624 102682

Accumulated deficit earnings beginning of year 36991 65691

Accumulated deficit end of year 362615 36991

The accompanying notes are an integral part of these statements



RD Capital Group Inc

Statements of Changes in Stockholders Equity

December 31 2008 and 2007

Balances at December 31 2006

Net loss

Balances at December 31 2007

Capital contribution

Net loss

Balances at December 31 2008

Accumulated

Common Paid-in Deficit

Stock Capital Earnings Total

35000 231035 65691 331726

102682 102682

35000 231035 36991 229044

312386 312386

325624 325624

35000 543421 362615 215806

The accompanying notes are an integral part of these statements



RD Capital Group Inc

Statements of Cash Flows

Years Ended December 312008 and 2007

Cash flows from operating activities

Commissions and fees received

Operating expenses paid

Interest paid

Income taxes paid

1201388 1233589

1521467 1311252

31237

65679

Net cash used in operatingactivities 320079 174579

Cash flows from investing activities

Collections from related company

Advances from stockholder

Net cash provided by investing activities

Cash flows from financing activities-

Net proceeds from additional paid in capital from stockholder 312386

7693

5188

98350

103538

Cash and cash equivalents beginning of year 210846 281887

Cash and cash equivalents end of year 203153 210846

Reconciliation of net loss to net cash

used in operating activities

Net loss 325624 102682

Adjustments to reconcile net loss to net cash

used in operating activities

Increase decrease in assets-

Other receivables

Prepaid expenses

Deferred tax asset

Increase decrease in liabilities-

Accounts and commissions payable

Accrued payroll taxes and withholdings

Commissions payable to stockholder

Accrued corporate
income taxes

Other accrued expenses

Total adjustments 5545 71897

Net cash used in operating activities 320079 174579

2008 2007

Decrease in cash during the year 71041

2493 3677

9801 21375

63000

16620 14539

10972 2961

28022 20500

1143

47169 98806

The accompanying notes are an integral part of these statements



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

Organization and summary of

significant accounting policies

Organization-

RD Capital Group Inc the Company is closely held corporation organized under the laws of the

Commonwealth of Puerto Rico on July 26 1994 and is primarily engaged in rendering brokerage and

investment advisory services The Company does not carry
securities accounts for customers nor

does it render custodial functions of customer securities Orders are received from customers and

placed via Pershing LLC subsidiary of The Bank of New York Mellon Corporation

correspondent U.S based firm who maintains all accounts for the customers The most significant

accounting policies followed by the Company are the following

Summary of significant accounting policies-

Revenue recognition

Commission revenues are recorded on settlement date basis Other revenues are recorded

following
the accrual basis of accounting

Cash and cash equivalents

For purposes of the statements of cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash and cash
equivalents

Property and equipment

Property and equipment is recorded at cost Depreciation and amortization are provided under

the straight-line method over the following estimated useful lives Maintenance and repairs are

charged to operations when incurred Betterments and renewals which substantially increase

the life of individual assets are capitalized

Property category Estimated useful lives

Furniture and fixtures 10
years

Computers and other office equipment years

Leasehold improvements years

Long-lived assets

The Company reviews long-lived assets for impairment whenever events or changes in

circumstances indicate that the carrying value of such assets may not be recoverable

Recoverability of assets to be held and used the fair value is measured by comparison of the

carrying amount of an asset to future net cash flows expected to be generated by the asset If

such assets are considered to be impaired the impairment recognized is measured by the

amount by which the carrying value of the assets exceeds the fair value of assets Assets to be

disposed of are reported at the lower of the carrying amount or fair market value less costs to

sell



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

Income taxes

Income taxes are accounted for using
the asset and liability method under which deferred

income taxes are recognized for the tax consequences of cctemporary differences by applying

enacted
statutory

tax rates applicable to future years to differences between the financial

statement carrying amounts and the tax bases of existing assets and liabilities and operating

losses

Investments

The Company follows the provisions of Statement of Financial Accounting Standards SFAS
No 115 Accounting of Certain Investments in Debt and Equity Securities Investments in

equity securities that have readily determinable fair values and all debt securities are classified as

held to maturity trading or available-for-sale securities All investments with readily

determinable fair values have been classified as available-for-sale in the accompanying financial

statements

Advertising costs-

The Company expenses the costs of all advertising campaigns and promotions as they are

incurred Total advertising expense for the
year

ended December 31 2007 amounted to

$1487 During the
year

ended December 31 2008 the Company did not incurred in advertising

expenses

Use of estimates

In preparing financial statements in conformity with accounting principles generally accepted in

the United States of America management is
required to make estimates and assumptions that

affect the reported amounts of assets and liabilities and the disclosures of contingent assets and

liabilities at the date of the financial statements and the recorded amounts of revenues and

expenses during the reporting period Actual results could differ from those estirriates

Investment in marketable securities

As of December 31 2007 the total investment in securities consisted of US Treasury Notes bearing

interest 4.625% The note matured on November 2008 and was not renewed As of December 31

2007 the fair market value of the investment approximated cost See Note

Deposit with Clearing I-louse

This constant deposit
is requirement of Pershing LLC the US based entity providing clearing and

custodial services for the Company and which maintains all customer accounts The amount of the

deposit was in turn invested by Pershing During the
year 2007 the funds were invested in US

Treasury Notes The Note matured on November 2008 and was not renewed as of December 31

2008

As of December 31 2007 the fair market value of the investments approximates cost The deposit

with clearing house was invested in 4.625% U.S Treasury Notes which matured on November 30 2008

with fair value amounting to $100000 as of December 31 2008



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

Retirement plan

The Company has defined employer contribution plan which covers all of its employees with

minimum of 21
years

of
age

and 12 months of service with full vesting of benefits after five
years

of

service Future benefits and contributions to the plan cannot be anticipated since they depend upon

investment performance and therefore cannot be guaranteed No employer contribution was made for

the
years

ended December 31 2008 and 2007

Income taxes

The Companys taxable income is subject to Puerto Rico income tax at the 20% to 39% rates provided

for by the amended Puerto Rico Internal Revenue Code of 1994

As of December 31 2008 Company has available net operating losses amounting to approximately

$315000 which may be used to offset future taxable income subject to the review of the local tax

authorities as follows

Origination Expiration

Date Date Amount

December 31 2008 December 31 2015 289000

December 31 2007 December 31 2014 20000

December 31 2006 December 31 2013 6000

315000

The Companys deferred tax asset resulting from the future income tax benefits of these operating

losses at December 31 2008 is approximately $63000

Lease commitments

The Company operates
in premises comprising 1892 square feet occupied under the terms of lease

agreement expiring
in July 2010 Total rent expense under this lease agreement amounted to $56536

and $54942 during 2008 and 2007 respectively



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

Future rental commitments under this operating lease through its
expiration are as follows

Year ending

December 31 Amount

2009 56518

2010 33539

90057

Related party transactions

During 2008 and 2007 the Company engaged in transactions mostly arising from cash advances and

commissions paid with its prmcipal stockholder and related companies in which such stockholder has

substantial investment The following summarizes pertinent transactions and year-end balances with

related parties

2008 2007

Commissions expense-

stockholder 292500 327000

Commissions due to

stockholder 73522 45500

Professional services income expense

from related Company--

RD Capital Insurance Inc 56000 49000

RD Asset Management LLC 4600

Due from stockholder 934 934

Concentration of credit risk

Financial instruments that potentially expose the Company to concentration of credit risk include bank

accounts and money market accounts The Company maintains these accounts at reputable fmancial

institutions While the Company attempts to limit any financial exposure its deposit
balances may at

times exceed federally insured limits The Company has not experienced any losses on such accounts

10



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule rule

5c 3-1 which requires the maintenance of minimum net capital and requires that the ratio of
aggregate

indebtedness to net capital
both as defined shall not exceed 15 to Furthermore equity capital may

not be withdrawn as cash dividends paid under certain conditions

At December 31 2008 and 2007 the Company had the following net capital figures

Capital Required Net Excess Net

Year Ratio Net Capital Capital Capital Amount

2008 .76 to 50000 128459 78459

2007 .21 to 50000 216008 166008

10 Supplementary information

The accompanying Schedules II and III have been prepared in accordance with the rquirements and

general format of FOCUS Form X-17a-5

Other schedules such as Statement of Changes in Liabilities Subordinated to Claims of General

Creditors Determination of Reserve Requirements Information Relating to Possession or Control

Requirements and Schedule of
Segregation Requirements which are required per SEC Rule 5c3-3 are

omitted as being not applicable since through December 31 2008 and 2007 the Company has had no

activities that would need to be disclosed on such schedules

11 Regulatory payments fees and contingencies

The Company is involved in various legal actions resulting in claims on matters arising from its business

activities

During the
year

ended December 31 20Q8 the Company agreed to pay $370386 resulting from an

examination of one of its regulators the Office of the Commissioner of Financial Institutions of the

Commonwealth of Puerto Rico OCFI which covered the period from January 2001 to October

2007 The amount has been recorded as regulatory payments and fees in the accompanying statements

of operations and accumulated deficit

During 2006 claim was also filed by the US Bankruptcy Trustee alleging some funds deposited in two

accounts belonged to debtor and not to the investor account holders The court issued ruling deciding

that the case need not be remanded to arbitration and the Company requested de novo review of such

determination which is pending before the US District Court The Company denies responsibility for

this claim But discovery has not fully started and the possible outcome or costs associated with this

claim cannot be currently predicted In addition the bankruptcy proceedings which originated the claim

have been concluded

11



RD Capital Group Inc

Notes to Financial Statements

December 31 2008 and 2007

In addition during 2005 claim was also filled by the Dallas District Office of the Financial Regulatory

Authority FINRA involving various transactions in US Government Securities stripswith three

customers in 2005 In the opinion of management the allegations being stipulated in the case are

frivolous and unfounded and do not support claim Legal counsel is defending the case vigorously No

adverse effect on the Companys results of operations or financial position is expected because of this

claim

The accompanying financial statements do not include provisions for the final economic outcome if

any of the above described matters

12



RD Capital Group Inc SCHEDULE

Computation of Net Capital Under Rule 15C 3-1

of the Securities and Exchange Commission

December 31 2008 and 2007

2008 2007

Net Capital

Total stockholders equity 215806 229044

Add- Liabilities subordinated to claims of general creditors

allowable in computation of net capital

Total capital and allowable subordinated liabilities 215806 229044

Less- Non-allowable assets-

Petty cash 370 40

Account receivable from stockholder 934 934

Other receivables 4823 2330

Prepaid expenses 15265 5464

Deferred tax asset 63000

Total non-allowable assets 84392 8768

Less- Haircuts on securities-

Money market account 2955 2750

Mnrketable securities 1518

Total haircuts on securities 2955 4268

Net capital 128459 216008

Aggregate indebtedness

Items included in the accompanying balance sheets-

Accounts payable to suppliers 14703 9316

Commissions payable 11233

Accrued payroll taxes and withholdings 7345 18317

Other accrued expenses 64566 17397

Total aggregate indebtedness 97847 45030

Computation of basic net capital requirement

Minimum required net capital aggregate indebtedness by 15 6523 3002

Minimum dollar net capital requirement 50000 50000

Highest minimum net capital requirement highest of above amounts 50000 50000

Excess net capital net capital -- $50000 78459 166008

Excess net capital net capital 10% of aggregate indebtedness 118674 211505

Ratio Aggregate indebtedness to net capital .76 to .21 to

Reconciliation with companys computation included in Part hA Form X-17A

as of December 31 2008 and 2007

Net capital as reported in Companys Part hA

Unaudited FOCUS report 128459 214865

Correction of previously reported non-allowable assets

Net audit adjustments 1143

Net capital per above 128459 216008

13



SCHEDULE II

RD Capital Group Inc

Reconciliation of Aggregate Indebtedness Pursuant to Rule 17A-5 D4
of the Securities and Exchange Commission

December 31 2008 and 2007

2008 2007

Reconciliation with companys computation included in Part hA Form X-17A-

as of December 31 2008 and 2007

Aggregate indebtedness as reported in

Companys Part hA Unaudited

FOCUS report 97847 46173

Audit adjustments 1143

Schedule 97847 45030

14



Kevane

Grantlhornton

Report of Independent Certified Public Accountants

On Internal Control Structure Required by SEC Rule 17 A-5
Kevane Grant Thornton LLP

33 CalIe Bolivia

Ste 400

San Juan Puerto Rico 00917-2013

117877541915
To the Stockholders and Board of Directors of

787 751 1284

RD Capital Group Inc www.kevane.com

In planning and performing our audits of the financial statements and supplemental schedules of RD
CAPITAL GROUP INC for the years ended December 312008 and 2007 we considered its internal

control including control activities for
safeguarding securities in order to determine our auditing

procedures for the purpose of expressing our opinion on the financial statements and not to provide

assurance on the internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in rule 17a-5g in making the

periodic computations of
aggregate indebtedness or aggregate debits and net capital under rule 17a-

3a11 and for determining compliance with the exemptive provisions of rule 15c3-3 Because the

Company does not carry
securities accounts for customers nor does it perform custodial functions

relating

to customer securities we did not review the
practices

and procedures followed by the Company in any of

the
following areas

Making the quarterly securities examinations counts verifications and comparisons and the

recording of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 5c3-3

15

Certified Public Accountants and Business Advisors

Member of Grant Thornton International Ltd



The management of the Company is responsible
for establishing and maintaining an internal control and

the practices
and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of

the objectives of internal control and the practices
and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against
loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit preparation
of financial

statements in conformity with accounting principles generally accepted in the United States of America

Rule 17a-5g lists additional objectives
of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices
and procedures referred to above error

or fraud may occur and not be detected Also projection
of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design
and operation may deteriorate

Our consideration of internal control would not necessarily
disclose all matters in internal control that

might be material weaknesses under standards established by the American Institute of Certified Public

Accountants material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the Companys financial statements will

not be prevented or detected and corrected on timely basis However we noted no matters involving

internal control including control activities for safeguarding securities that we consider to be material

weaknesses as defmed above

We understand that practices and procedures that accomplish the objectives
referred to in the second

paragraph of this
report are considered by the SEC to be adequate for its purposes

in accordance with the

Securities Exchange Act of 1934 and related regulations
and that practices and procedures that do not

accomplish such objectives
in all material respects

indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures were

adequate at December 31 2008 and 2007 to meet the SECs objectives

This report
is intended solely for the information and use of the Board of Directors management the SEC

and other regulatory agencies which rely on rule 17a-5g under the Securities Exchange Act of 1934 in

their regulation
of registered brokers and dealers and is not intended to be and should not be used by

anyone other than these specified parties

San Juan Puerto Rico

February 25 2009

236I46
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